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Abstract 
The paper focuses on consideration of how to use indicators to monitor innovation and sustainability in a relevant and useful 
manner in tourism industry. Integrated information on sustainable development of a hotel is very essential for decision-making 
since it is very difficult to evaluate the performance of the company on the ground of too many indicators. The objective of the 
work was to design a model for obtaining composite sustainable development criteria in order to measurement on sustainable 
growth and innovation. 
industry concepts to present a conceptual framework. This was applied by determining the impact of individual indicator to the 
overall sustainability of a company using the concept of analytic hierarchy process.  
Keywords: Analytic hierarchy process, Innovation and sustainability, Tourism and hotel industry.  
 2013 Published by Elsevier Ltd. Selection and/or peer-review under responsibility of the 9th International Strategic 
Management Conference 
1. Introduction 
In today's competitive business environment the major problem of companies to continued presence of their 
financial growth and assets, which they have to overcome on it. In this context, the scholarly studies usually focus on 
innovation and sustainability issues. The term of innovation basically describes a new generated idea that creates a 
business value, which is totally different than existing practices (Narvekar and Jain, 2006). And sustainability refers to 
being in relationship with the firm's compliance with its whole organic environment without damaging the relationship 
by ensuring the continuation of this relationship (Wilson et al., 2007).  
Actually, there are lots of studies in the literature concerning sustainable growth and innovation. For instance, 
successful innovation can be achieved through an integrated dev
positioning, organization of work, technology and people (Sexton and Barrett, 2003). Beside, a strong link is found 
between market orientation-innovation and corporate performance (Han et al., 1998) and also between export 
orientation and innovation performance (Bagchi-sen and Macpherson, 1999). However, since now no study has 
analyzed the innovation effect and sustainable growth in hotel industry.  
Tourism industry and hotel business operate both nationally -
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hotels are only operate national basis. For this reason, it can be claimed that there is a "power asymmetry" in the hotel 
industry. As local boutique hotels having limited resources what extent they can be able to implement innovative 
approaches and they can perform sustainable growth in competitive business life. The aim of this paper is to answer 
this research question. Therefore, this study initially investigates 
tourism (service) industry concepts to present a conceptual framework. Later, the Turkish hotels are positioning their 
growth strategies based on their competencies, then measuring and evaluating their relative performance within scope 
of this framework. 
2. Sustainable Business in Hotel Industry 
From the macroeconomic point of view, influencing factors in each facet of sustainability can be categorized like 
that: social 
organizational environmental green 
marketing, economic procurement, supporting local economy, 
ook from the micro economic 
perspective to focus on tourism service industry and hotel business. 
Particularly, economic and environmental responsibility view of sustainability has been mentioned in lots of 
studies. For example, Jayawardena (2008) mentioned the importance has to be given to recruitment, training and 
retaining of seasonal workers in Niagara hotels. The same approach is true for all seaside hotels in Turkey facing with 
seasonality problem. Collective applications of human resource management practices rather than individual 
applications are found important, to in
organization response better to these applications (Laursen, 2002). Moreover, Hume and Gallagher (2010) found that 
eco-friendly service firms increase their financial performance on investo
. Environmentally-concerned 
service firms consider the conflicts of diverse stakeholders, including customers, employees, suppliers, regulators, 
governmental agencies and stockholders while making green marketing and investments.  
2.1. Environmental Responsibility Issues  
The environmental responsibility in hotel business covers sustainability of renewable energy with waste 
minimization and recycling, energy efficiency (like efficient use of wind power or solar energy in order to produce its 
own electricity or hot water), pollution prevention, and keep ecological environment while making facility investments 
(Wilson et al., 2007). Indeed, Schaltegger et al. (2011), has focused on innovation, and mentioned that sustainable 
entrepreneurs use innovations on effective way decreasing the negative side effects of new organizational and 
technical investments on the environment. Sustainable innovation of the firms shapes the market conditions and the 
benefit of whole community. Thus, the sub-dimensions of sustainable entrepreneurship (which is appropriate for 
tourism hotel industry) have been categorized as: eco-friendly entrepreneurship "firms that are sensitive to the 
environment"; social entrepreneurship "to create a value in the new developing markets and the strong attachment of 
consumers to newly developed products/service of the firm"; institutional entrepreneurship "change of current status 
quo and regulations and have a new corporate structure" (Schaltegger et al., 2011). 
2.2. Economic Responsibility Issues 
From the economic view to sustainability, Zheng et al. (2011) mentioned labor productivity importance in 
sustainable growth and explained the reasons for under development of service industry in China. Higher density of 
foreign investment first raises labor productivity and the wage level in Chinese service industry, and then this 
economic recovery push-up the wage level in manufacturing industry as well. Then, the expansion of manufacturing 
industry will necessitate the inflow of more workers into this industry from non-agricultural population so service 
industry begins to lose its labor force, lem is also true for Turkey, 
since the labor force in service industry move to other industries with higher wage rate and the quality of service 
personnel especially in hotels decrease because of the unsatisfactory wages and on-the job educations. Jobs in the 
hospitality industry have the general perception of being part-time, low pay, and with few benefits while working hard 
and poor work-life balance, which may end up not only with labor shortage but also a qualified professional 
management deficit (Jayawardena  et al., 2013).  
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Kwon et al. (2010) mentioned the low performance and unsuccessfulness in Korean franchising industry due to the 
lack of running-loyalty. According to the research of Choi (2003) the running royalty is the right to use the 
franchisor
as the initial royalty offer. The running royalty is the continuous support from the franchisor after the business has 
started. The same approach is also true for chain hotel industry, like to operate a brand-name chain hotel requires not 
only a short-orientation process about the hotel structure, but also understanding the whole operational model, 
customized- regulations and policies and use of hotel trademark. Moreover, the occupancy rate of the hotels might be 
a good example for sustainable growth.  
3. Innovation Implementations Intended to Hotel Industry 
The organizational view of sustainability mostly focuses on innovation. The growth of the firms depends on the 
penetration of new product and services in the market. Growth strategies depend on combination of new product, 
service and market preferences. The change in sales in recent 4 years can be a measurement factor for the growth rate 
(Kalevi et al., 2011).  
Hotel industry shows service innovations rather than product innovations. Hertog et al. (2010) defined the six sub-
dimensions of service innovation, as they are shown below: 
 The service concept; in other words the perceived value of the service for the customer a solution to satisfy a need 
of a customer that has not been met or remarked before.  
 Using some new methods for customer interaction; behind the traditional methods to realize service attraction in a 
more efficient ways for both ways creating mutual value. For example, saving the commissions paid to the travel 
agencies by making hotel reservations via internet decreasing time and monetary cost for being more cost 
effective.  
 New value system and new business partnership implementations; coalition of partners, like hotel acquisitions or 
mergers. 
 New revenue model; new revenue management models in hotels distributing costs and revenues appropriately 
between departments like food & beverage, house-keeping, sales, accounting, banquet, or technical support 
departments.  
 New organizational system; personnel, organization, culture, appropriate management and organization structure 
to allow service providers to new jobs properly and to develop innovative services such as, new sales-call 
techniques in sales departments or creation of new recipes for food & beverage department.  
 New service delivery system; numerous service innovations ranging from electronic business to e-tourism with 
advanced multi-channel management, customization of services, introduction of self-service concept and so on. 
For example, different reservation and special gift services for  customers  might be a good example for 
customization. The multi-channel management comes with outsourcing of new employees, food delivery or 
transportation service for customers like airport transportation.  
 
According to another classification, Ko and Lu (2010) categorized generic items of innovation under four different 
categories. 
 Product (providing services in this context) related capabilities, such as customization capabilities and human 
resource capabilities; 
 Market related activities, such as marketing capabilities, time to market capabilities as understanding customer 
needs, meet them and reach to the customer in the appropriate way; 
 Technology related activities, such as Research & Development activities, technological capabilities; 
 Organization related capabilities, such as operational management capacity. And organizational related factors of 
innovation can be examined under five sub-titles: (i) Business strategies can be interpreted like "horizontal 
integrations in tourism industry, create brand awareness, ability to make price competition and obtain accurate 
market information, accurate pro-forma room-sales revenue forecast, efficiently solving hotel customers problems 
and complaints". Organizational innovation is not only developing a new business model or operate in a new 
market, but also adding novelties to the current operational business as well (Schaltegger et al., 2011). (ii) External 
resource management capabilities the ability to use outsourcing sources such as "cooperation with other sides 
outside the organization, incentives from the government (e.g. government incentives for new hotel business 
investments)" (Ko and Lu, 2010). (iii) Management attitude for acceptance of high-risk by upper level 
management in order to penetrate innovative service to the market (Ko and Lu, 2010). (iv) Organizational structure 
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good relationships and cooperation between intra-firm departments such as Research & Development and 
Marketing (Ko and Lu, 2010). (v) Supply chain management capabilities the ability to obtain outsource the needed 
service or product continuously, use and distribution of sources in the most efficient way (Ko and Lu, 2010). When 
we gather our literature survey we could shape our criteria which would be seen in Table 1. 
 
Table 1. Decision criteria determination and their brief descriptions 
Decision 
Criteria 
Brief Description Literature Support 
Budget 
management 
Budgeting is done in high secrecy, coordination among departments is 
achieved, targets are determined in the departments first, and then 
submitted to the top management or targets are determined by the top 
, anyway 
targets are determined rationally.  
Budget management performance is measured through the average 
occupancy rate and revenue management is an important method as the set 
of pricing and allocation policies designed to maximize revenues. 
Successful revenue management policies rely heavily on price 
discrimination and other practices such as overbooking; require accurate 
forecasting of demand, and comprehensive understanding of consumer 
behavior, market structure and segments, as well as the competitive 
environment. 
 
Uyar and Bilgin, 
2011; 
Schwartz et al., 
2012; 
 
Nicolau and 
Santa-Maria, 
2013.   
 
New business 
model 
development 
Franchising applications provides scope for rapid international expansion 
for hotel companies and has the potential to overcome many of the 
cultural, linguistic, technical, legal, and employment problems commonly 
associated with internationalization Franchising provides an opportunity 
for hotels to lower the risks and the level of investment to expand. 
Franchising also allows hotel and motel franchisors to share the costs of 
expansion with the franchisees, who typically pay the start-up costs, initial 
fees, and ongoing royalties. In return, the franchisees obtain brand-name 
recognition, economies of scale, and managerial expertise from the 
franchisors. In hotel industry organizational innovations and new model 
reducing administrative costs or transaction costs, improving workplace 
satisfaction (and thus labor productivity), or reducing costs of supplies. 
 
Alon et al., 2012;  
 
 
Nicolau and 
Santa-Maria, 
2013.   
 
Qualified 
employees 
Hotel industry is becoming increasingly complex and requires greater 
skills from all levels of employees, many hotels are trying to improve 
employee retention by offering education and rewards and raising the 
overall skill level of all employees.  
While hospitality industry is perceived by labor market such as: long 
working hours, nights and weekend schedule, low pay, stress, demanding 
supervisors and duties, no personal time, diminished quality of life, 
disruptive routine, no advancement or growth, no import or recognition, 
company politics,  management issues, labor shortages, poor staff, lack of 
to possess employment quality are providing opportunities for learning 
and development fair wages and benefits; and career advancements should 
be provided. 
 
Tavitiyamana et 
al., 2011; 
Grosbois, 2012; 
 
 
 
Kara et al., 2012.  
Customer-
specific 
service 
Branded hotels offer an opportunity for service personalization, allowing 
requirements. New trend in food and beverage sector which is the demand 
for local beverages in guestroom bars. Such local products, specifically in 
Jayawardena  et 
al., 2013. 
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the areas of wines, spirits and after-dinner beverages are now found in 
high-end boutique hotels. Higher- -stop 
pendent hotels 
grouped by type (boutique) rather than by brand 
 
Hotel brand 
management 
Brand is one of the most valuable assets of hotel firms. In general, 
customers make a hotel reservation or use other hotel services with a well-
known brand hotel. Hotel can build a strong brand image that would 
distinguish it from other hotel brands, create customer loyalty in 
online reputation has become a key operational issue for brand awareness. 
Branded hotels generally have access to corporate loyalty programs that 
help attract guests and keep the brand top-of-mind for guests deciding 
where to stay. These programs offer the added benefit of allowing the 
brand to be in constant communication with its members through regular 
mailings. 
 
Keller and 
Lehmann, 2003; 
 
Mattila, 2010; 
 
Jayawardena  et 
al., 2013. 
 
Overall 
service 
quality-loyalty   
Ensuring the hotel's services meet and exceeds guest expectations. When 
customers perceive and satisfy with hotel products and services, they are 
more likely committed to the hotel brand. The loyalty customer program is 
another marketing method of hotels to increase the bargaining power over 
customers. The loyalty program, with the help of higher service quality, 
products and services. 
 
Jayawardena  et 
al., 2013; 
Tavitiyamana et 
al., 2011.  
Sales 
techniques 
 
detecting new segments, redesigning promotional messages or introducing 
new alternative pricing methods.  
 
Nicolau and 
Santa-Maria, 
2013.   
Environmenta
l sensibility, 
eco-friendly 
entrepreneurs
hip 
Hotels and resorts consume energy, water, food, paper, linen, laundry, 
consumables, stationery cleaning materials and other resources, produce 
air, water, soil and noise pollution, and impact on local communities 
through their occupation of space, use of infrastructure, and relationships 
with local business and government. 
Grosbois, 2012; 
Leonidou et al., 
2013.  
4. Methodology 
AHP is a decision making process which provides comprehensive structure to combine the intuitive rational and 
irrational values with a pairwise comparison approach (Saaty, 2008). The AHP has been widely used across many 
industrial applications such as sustainable development projects (Krajnc and Glavic, 2005; Srdjevic et al. 2007), 
sustainable product process (Hassan et al., 2012).  
 
Saaty (2005) summarizes major steps of AHP  
(1) State the problem;  
(2) Broaden the objectives of the problem by considering all actors, objectives, and outcomes;  
(3) Identify the criteria and/or sub-criteria;  
(4) Structure the problem hierarchically by considering the goal, criteria, sub-criteria, and a set of alternatives;  
(5) Construct a set of pairwise comparison matrices;  
The matrix can be defined by 
11 12 1
21 22 2
1 2
n
n
n n nn
a a a
a a a
A
a a a
      [1] 
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where n is the order of matrix. 
 
Then the consistency property in the pairwise comparison is examined by the procedure as following 
 
a- Build the normalized pariwise comparison matrix A1 
 
11 12 1
21 22 2
1
1 2
' ' '
' ' '
' ' '
n
n
n n nn
a a a
a a a
A
a a a
,      [2] 
 
and 
1
ij
ij n
ij
i
a
a
a
 for i, j = 1, 2, , n,              [3] 
 
b- Calculate the eigenvalue and the eigenvector. 
1
2
n
w
w
w
w
, and 1
'
n
ij
i
i
a
w
n
 for i = 1, 2, , n,     [4] 
1
2
'
'
'n
w
w
w Aw
w
,       [5] 
and 1 2max
1 2
'' '1 n
n
ww w
n w w w
,      [6] 
 
where w is the eigen vetor, wi is the eigen value of criterion I, and max is the largest eigen value of the pairwise 
comparison matrix. 
 
(6) Perform computations to find CI is the consistency index, CR is the consistency ratio,  is the largest 
eigenvalue of the pairwise comparison matrix, n is the matrix order, and RI is radom index. Table 2 shows a set of 
recommended RI values presented by Saaty (2008).  
 
Table 2 Random index 
N 2 3 4 5 6 7 8 9 10 
RI 0 0.52 0.89 1.11 1.25 1.35 1.40 1.45 1.49 
 
where CI=( max-n)/(n-1) and CR=CI/RI           [7] 
 
(7) When CR values are > 0.10 for a matrix larger than 4x4, it indicates an inconsistent judgment. Decision 
makersshould revise the original values in the pairwise comparison matrix. Use the normalized values to make 
decisions if CR is satisfactory with the value less than 0.10.  
 
Although the study applied group decision process that approach consider aggregating the opinions from a group of 
people. The aggregation of individual judgments by the arithmetic mean method is applied. 
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5. Application and Findings 
Nine major criteria were mentioned in previous chapters and summarized with their brief definitions in Table 1. A 
questionnaire consisting of all innovation and sustainable growth, criteria of the level of the AHP model is designed 
and is used to collect the pairwise comparison judgments from all evaluation team members. This approach is found to 
be very useful in collecting data. The pairwise comparison judgments are made with respect to attributes of one level 
of hierarchy given the attribute of the next higher level of hierarchy, starting from the level of strategic factors down to 
the level of criteria. The survey was conducted to nineteen hotel executive officers located in Istanbul-Turkey and 
were invited to fill out the AHP-based questionnaire. Valid questionnaires have been received. Respondents were 
asked the question 
 
Saaty scales for each criterion that was to be evaluated.  
In our case, for each criterion, we define Saaty scales which do not use all the values that can be used for ranking, 
and which propose larger value intervals between situations in order to insist on the importance of differences between 
them. Each Saaty scale is thus very different from one to another and corresponds to the specific case and reality of 
each criterion. Once the AHP framework entirely built then calculations are to be made. First, matrices must be 
calculated thanks to the pair-wise comparison of all the criteria. 
As a good solver we prefer to use Super Decisions software. In that software we are able to calculate the decision 
elements are arranged in a hierarchic decision structure from the goal to the criteria. According to our criteria we used 
Turkish translation initials because our survey done Turkish which are Budget Management (BY), Sales Technique 
(ST), Eco-friendly Entrepreneurship (CD), Hotel Brand Management (OM), Develop New Business Models (IM), 
Supply of Qualified Employees (KE), Customer-Specific Service (MS), New Investment Opportunities (YY), Overall 
Service Quality of the Hotel (OS) we calculated our importance factors. Fig. 1 demonstrates importance factors with a 
0.04859 inconsistency ratio that means results satisfy our study. We can see normalized results in Fig. 3 which 
indicates Overall Service Quality of the Hotel is the most important criterion when we are considering innovation and 
sustainability in hotel management. As our determined criteria we are able to build an AHP model which is shown in 
Fig. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Fig. 1. AHP model 
Goal: Innovation and sustainable growth measurement in hotel management 
Budget Management 
Sales Techniques 
New Investment Opportunities 
Overall Service Quality of the Hotel 
Eco-friendly Entrepreneurship 
Customer-Specific Service 
Hotel Brand Management 
Develop New Business Models 
Supply of Qualified Employees 
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Fig.2. Criteria weights 
 
 
 
 
 
 
 
 
 
 
 
 
Fig 3. Normalized weights of criteria 
 
6. Managerial Directions and Practical Implications 
The results show that first hotel managers should focus on first overall service quality, second hotel brand 
management and third sales techniques. As a result, the managers should focus on increasing overall service quality of 
the hotel, creating a strong brand name and brand awareness with the help of well-organized and structured sales 
techniques. In order to be successful, the hotel company should improve its sales techniques. These techniques should 
allow more professional sales-calls, international marketing tools, improved communication and follow-up skills to 
see whether the companies continue to choose the hotel, or just they move in some period of time. The reasons should 
be discussed and find-out. The information system in the hotel should be well-structured with an accessible, 
informative and manageable web-site. The reservations from the internet should not be a problem and even the 
promotions and campaigns should be found out easily at these web pages. Beside functionality, user-friendly and easy-
manageable hotel web pages are preferred to increase customer portfolio. Indeed, IT has to be a strategic weapon to 
obtain competitive advantages in hotel industry.  
The importance of qualified workers and effective customization tools follow up these first three most important 
criteria for a sustainable growth in hotel industry. The innovative hotel owners and brands have to develop effective 
retention programs and good compensation packages to retain employees. If future benefits of new hotel company 
weight higher than sunk costs of ending up the relationship with the current one, the customer will switch off and a 
sustainable growth for that hotel brand or chain could not be even possible. Creating an artificial commitment should 
not be a strategy for the hotel managers without paying attention the specific needs of the hotel guests, or just 
providing only small gifts to them. By this way, not only the customer sticks to the company in the short-term, but also 
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they cut-off the flow of prospective customers with negative word-of-mouth. Instead the aim should be to keep 
customer on hand creating a long-term loyalty specifically to the referred hotel brand name. The customization here 
comes to the stage; a privilege has to be provided for the hotel guests, attractive promotional campaigns, and periodic 
discounts in hotel prices and for especially VIP (very important persons) guests. The sales techniques could be 
customized according to different individual/organizational customers in order to take a precaution for not capturing 
customers to other alternative hotels that might be more attractive for them. Thus, it is necessary for hotel companies 
information among hotel staff - hotel managers - customers-prospective customers. Customization may also include 
automated information to the customer about recent updates related to novelties in hotel management, renovation, and 
franchising, future promotional campaigns and so forth. 
Based on our research, the weakest parts in hotel industry are less importance given to developing new business 
models, ecological sensitivity, and government incentives. Hotels in Turkey do not pay too much attention to R&D 
projects due to their high financial cost. Indeed, new business models like new franchising, mergers/acquisitions or 
different outsourcing opportunities could not have been developed. Moreover, the relationship with the government 
has to be kept tight in order to get investment incentives and help on ecological platform. However, the results show 
that hotel managers do not give enough importance to those criteria. 
7. Conclusion 
In this study we aimed to identify the most important indicators that affect innovation and sustainability in hotel 
management. To analyze environmental and economic responsibility issues we prefer to use a hierarchical approach 
with group decisions. 
The innovation and sustainable growth is to serve the , which determines it should make a 
breakthrough in some aspects: Overall Service Quality of the Hotel, Hotel Brand Management and Sales Technique. 
Based on the statistical results of Super Decisions software, this article obtains the relative importance innovation and 
sustainable growth measurement in hotel industry, and specifies the key field of innovation in the current hotel 
management through consistency verification. This methodology allowed us to have a deeper understanding of the 
problem and to follow a systematic approach to evaluate the potential alternatives and helped us. It allowed us to take 
into account the preferences, the personal judgment and experience of the various factors involved in the study. 
Hotel managers recognize the brand-building benefits of developing a reputation for being sustainability-driven. 
This benefit was rated greatest by all respondents (including both executers and customer adopters). While even 
embracer companies still struggle to measure financially the more intangible business benefits of sustainability 
strategies, these companies are nevertheless assigning value to intangible factors when forming strategies and making 
decisions. 
The innovation and sustainability-driven management approaches of embracers hotels which claim to be gaining 
competitive advantage via sustainability. That together suggest how sustainability may alter management practice for 
all successful companies in the future. 
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